Background data concerning financial responsibility are frequently used in screening applicants for positions of trust. Many applicants for su'h positions do not have any credit history because of their young age.
Assessment of financial responsibility for young adults who lack credit histories is a major prob em for employers. The study investigated the factor structure and predictive val dity of a measure of vanity-motivated overspending based on a sample of 2,030 individuals.
A confirmatory factor analysis supported the relationship between vanity a d poor spending habits. The money management scale yielded a validity of .26.
A re ression-weighted composite of the nine scales yielded a validity of .32.
Vanity-Motivated Overspending 2
Vanity-Motivated Overspending:
Personnel Screening for Positions of Trust
Abstract
Background data concerning financial responsibility is frequently used in screening applicants for positions of trust in which integrity is particularly desirable. Many applicants for positions of trust do not have any credit history primarily due to their age. The assessment of financial responsibility for young adults who lack credit histories is a major problem for employers. This paper investigated the factor structure and predictive validity of a measure of vanity- Using background data as a predictor of human performance has a long history in psychology (Owens, 1976) . Use of background data is based on the premise that an individual's past behavior and experiences are useful predictors of future behavior.
Background data concerning financial responsibility is frequently used in screening applicants for positions of trust in which integrity is particularly desirable. Such occupations include law enf3rcement, private security industry, and the nuclear power industry as well as military and civilian positions that require government issued security clearances (McDaniel, 1989) . The financial responsibility of potential employees is also of concern for occupations where the potential for sizable monetary fraud exists, such as banking, financial ,winagement, and accounting.
Summaries of an individual's financial responsibility or credit worthiness are available from credit bureaus. Such bureaus maintain files on most individuals with any type of credit history and sell reports of this information.
These reports summarize information on a consumer's credit worthiness, credit standing, and credit capacity. Some credit bureaus will provide a summary score that is predictive of severe credit problems such as bankruptcy (TRW Credit Data Services, 1989) .
Despite the frequent use of financial responsibility data in employee screening (McDaniel, 1989) , such data is typically evaluated in a subjective manner and its criterion-related validity has received little attention. Few personnel psychologists have conducted research on the assessment of financial responsibility and its relation to job performance. (Muchinsky, 1975a (Muchinsky, ,1975b  Vanity-Motiva:ed Overspending 4
Worst, Duckworth, & McDaniel, 1991) . Other literatures have operationalized financial responsibility as credit risk (Buel & Lewis, 1969; Coakley, 1971 (Jepson, 1988 ; U.S. Congress -House Select Committee on Intelligence, 1987; Washington, 1991; Wood & Wiskoff, 1992) .
A review of security violations and credit problems among young service personnel revealed that many credit problems develop in efforts to satisfy vanity needs (Washington, 1991; Wood & Wiskoff, 1992 The literature review suggested several topic areas which served to guide item writing. These topic areas were: consumer attitudes, self-reports of vanity, the importance of personal appearance, parents' attitudes tow6 rd money management and spending, friends' vanity-motivated spending, desires to work for high-prestige organizations and have a high-prestige occupation, educational success, and money and credit management. The Rotter locus of control scale (Rotter, 1966) was also included in the item pool. In a statistical analyses based on 186 subjects, Worst, Duckworth and McDaniel (1991) derived nine scales: How important to you is buying, designer or name-brand, goods? a.
Very important b.
Somewhat important C.
Not very important d.
Not at all important
Purpose of the present study The purpose of the present study is to build upon the Worst et P1 (1991) research by clarifying the factor structure of the instrument using a ",tich I•ager sample. In addition, this study will examine the extent to which the meajure predicts subsequent financial responsibility over a short time interva! using a sample for which the measure was designed.
Method

Subjects
The measure of vanity-motivated overspending was administered to 2,030
military Air Force recruits during their basic training. This sample is ideal for this study because it is composed of individuals for whom the instrument was designed: young adults, with no credit history, who should be assessed for financial responsibility given that they seek occupations requiring a national security clearance. A number of respondents were dropped due to missing values or because their responses indicated random or inattentive responding to the items. The confirn,,tory factor analysis was performed on 1,745 respondents.
The final sample consisted of 1,390 men and 354 women. The sex of one subject could not be determined. The majority of the respondents were below the age of 25 (94.2%), and only 3 respondents were age 35 or older.
Criteria
Six months after collection of the vanity-motivated overspending measure, credit reports were sought for all members of the sample. Whereas their military
Vanity-Motivated Overspending 9 occupation was the first full-time paying job for mor, of these individuals, the first six months of military service provided sufficient oppoi tunity for many of these individuals to establish a preliminary credit history. The primary criterion was a "gold score" which is a statistically-derived composite of credit history (TRW Credit Data Services, 1989) . The gold score is a composite of 13 credit variables including items related to debt burden (e.g., how much debt does the person carry?), payment delinquency (e.g., non-payment and late payment of due financial obligations), and seeking an inordinate amount of credit (e.g., applying
for an unusually large number of credit cards). The developer of the gold score Performance, and Locus of Control), allowing correlation between these factors.
In order to set the scale for the model, the variance of each factor was set to one.
This is the least restricti-ie model tested. It assumes only that each item loads on the specified factor and on no other factor.
Model 2 is the hypothesized model suggested by an exploratory analysis of a different samp,: (Worst, et al., 1991) . It includes two second-order factors (Vanity and Spending Habits) which account for the correlations between the first-order factors (see Figure 1) . Two of the first order factors (School Performance, Locus of Control) were found in an exploratory factor analysis of the scale (Worst et al., 1991) to be related to the Spending Habits scale.
However, because they do not represent Spending Habits, they were not used to define that factor. They were retained in the analysis as first order factors. The correlation between the second order factors was free to vary. For each of the first-order factors, one of the factor loadings (i.e., the paths leading to the measured variables) was fixed at one in order to identify the model. In addition, the variance of the two second-order factors was set to one.
-The hypothesized model was compared to three alternative models.
Model 3 was identical to Model 2, except that the correlation between the two second-order factors was set to zero. To test whether two second order factors were necessary, Model 2 was compared to a model with only one second order factor (Model 4). Finally, Model 5 included only uncorrelated first-order factors.
Vanity-Motivated Overspending I1
Ihis rr was included to test whether the data could be modeled equally well without any second-order factor structure.
Criterion-validity analysis. The 989 respondents with a usable credit history comprised the sample for the criterion-related validity analyses. The criterion consisted of the gold score. Correlations between each of the nine scales and the criterion were calculated. A multiple regression analysis using the nine scales scores as the independent variables was also conducted.
Results
Confirmatory Factor Analysis
The initial test of Model I indicated that the first order factor structure had a poor fit to the data (chi-square=10196.80, df=3132, p<.001, GFI=.86, AGFI=.85, RMSR=.03, NFI=.68, NNFI=.7413). Since the first order factors were misspecified, evaluation of the second-order factor structure based on these factors would be meaningless. Before continuing with the analysis of the models, an attempt was made to improve the first order solution.
Modification was based on examination of the factor loadings and modification indices, as well as a conceptual reassessment of the scale items. The pattern of factor loadings on the Locus of Control Scale was not clean. However, since a pre-existing measure was used for this construct, specific items could not be dropped without potentially changing the meaning of the construct. Therefore, Both items were dropped from the analysis. Two items were dropped because they did not load strongly on the expected scale. One item ("When you decide to purchase and expensive product (over $200), how likely is it that you will buy the product that day?") had a low loading (.26) on the Compulsive Spending factor Since the first order factor structure has been altered to fit the data, the following results may to sorme extent be unique to this data set. Howe',er, the changes were based on theoretical considerations, and the second order factor structure is theory driven, thus maintaining the confirmatory nature of the analysis. The large sample also mitigates against sample specific results due to random sampling error.
After removing the items identified in the modification analysis, the fit of the first order factor model (Model 1) was considerably better (See Table 1 ).
Although the chi square is quite large, this statistic is sensitive to large samples. Table 2 . Correlations between the first order factors are givenin Table 3 .
Insert Tables 1-3 Table 2 ). The fi~ctor loadings of the first order factors on the second order factors is consistent with the hypothesized pattern (see Figure 1 ). Postulating second order factors implies that there is some correlation between the factors that can b~e explained by higher order factors. Constraining the model to have no correlation between first order factors (Model 5) produced a very poor fit, indicating a need for some second order factor structure.
Predictive Validitgy
In order to determine the relationship between the 9 factors and credit risk, scale scores were computed by summing the items loading on each factor.
The nine scales incorporated thos-c minor modification suggested by the confirmatory factor analyses. In addition to the nine individual scales, two composites were formed, one assessing vanity and the other assessing spending.
Internal consistency reliability and interscale correlations are reported in Table 4 .
The gold score was examined to determine the extent to which this criterion departs from normality. The gold score distribution was found to be substantially normal (skew = 0.12; kurtosis 0.05).
Multiple correlation between the 9 scale scores and credit risk indicated a Moderate, but highly useful, relationship (11=32, F= 12.47, p<.001). The zero order correlations indicated that most of the predictioni was due to the Money Management scale (r=-.26, p<,.001). The only other significant predictor (Thrifty Shopping, r=.08, p<.01) was in thc wrong direction. Individuals who indicated that they were thrifty shoppers were slightly more likely to become a credit risk.
A possible explanation is that prior financial difficulties may have caused both the bad credit ratings and thc need for low budget shopping.
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Insert Table 4 about here Sex differences T-tests were computed to determine whether sex differences existed on any of the scales (see Table 5 ). The results indicate that men reported more
Vanity via Social Ascendancy and Vanity of Parents, while women reported more
Compulsive and Irresponsible Spending, and less Thrifty Shopping, and had greater credit risk.
Insert Table 5 about here
Conclusion
The results of the confirmatory factor analysis support the proposition that individualr motivated by vanity are likely to report poor spending and saving habits. However, although self-reports of money management habits were related to credit risk, there was no indication that individuals motivated by vanity were more likely to develop credit problem• in the short term.
The lack of predictive ability for the vanity measures may be due to the fact that the criterion used in this study was collected within eight months after most of the sample entered the work for-ce. The short time period may result in a credit history index that is not represent tive of longer term financial responsibility. Isolated incidents may hate overinfiated the risk score for some individuals, while others may have had insufficient opportunity to make large Vanity-Motivated Overspending * 17 purchases that would create unmanageable debt. TFo the extent that the time period wvas too short to provide a stable measure of credit risk, the measurement error of the criterion may have limited the validity of the predictor measures.
Therefore, the validity of the predictor scales may improve as the credit history of the subjects matures. It is recommended that the validity of the measure be reexamined as the criterion matures. e,
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